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R E L IE F

GET THE RIGHT HELP AT TAX TIME

Tax rules are constantly changing. Before you
finalize your return, familiarize yourself with
the latest developments in tax legislation. And
if you still have questions about filling out
your tax forms, consult your CPA. He or she
may be able to ease your tax anxiety, as well
as trim your tax bill.

FO R

T A X -S E A S O N

ANSWERS TO YOUR

MOST COMMON

TAX QUESTIONS

J IT T E R S

IT’S TAX TIME!

FILING STATUS

You know April 15 can’t be too far away once
the dreaded event occurs: the arrival of your
1990 tax forms in the mail. All at once, you
start asking yourself questions. Where did
you file your credit card receipts? How much
mortgage interest did you pay in 1990? Did
you withhold enough tax from your paychecks? Will you have to pay more tax?
If just the prospect of preparing your tax
return gives you the jitters, this guide may
provide some relief. In the next few pages,
you will find answers to some of the most
common questions taxpayers ask. And if you
still have more questions, turn to your CPA.
He or she can lead you to any possible tax
savings, with less anxiety along the way.

A

My husband and I were married at the
end of 1990. How does this affect our
filing status?
If you were married at the end of the year,
you must file as either “ married filing
jointly” or “ married filing separately.” In
almost all cases, filing jointly will be to your
advantage. In extreme cases where a
deduction, such as the one for medical
expenses, is available only if your expenses
exceed a certain percentage of your adjusted
gross income, you may do better to take the
deduction against only one spouse’s income.
But remember, if one spouse itemizes on a
separate return, the other must do so as well.

Q

MISCELLANEOUS EXPENSES
GETTING STARTED

Q

What types of income do I have to report
on my tax return?

The general rule is that all income is tax
able unless otherwise noted in the tax law.
For example, you must report all wages,
tips, or bonuses received in 1990. You must
also report interest and dividend earnings,
which are listed on Forms 1099-lnt and
1099-Div. Other examples of taxable income
include capital gains, certain scholarships and
fellowships, unemployment compensation,
and alimony.

A
Q

How do I know whether i should claim
the standard deduction or itemize?

Add up your various deductions — such
as charitable contributions, mortgage
interest, real estate taxes, and miscella
neous expenses — and see if they exceed
your standard deduction. If they do, you
should definitely itemize. For 1990, the standard
deduction is $3,250 for single taxpayers,
$5,450 for joint filers, and $4,750 for anyone
filing as head of household.

A
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How much can I deduct for
miscellaneous expenses?

Q

For 1990, most miscellaneous expenses
are deductible to the extent that they
exceed 2% of your adjusted gross
income. Once you exceed that floor, your
miscellaneous expenses are 100% deductible.

A

Can I deduct travel, lodging, meal, and
entertainment expenses incurred on a
business trip?
As a general rule, you may deduct 100%
of your allowable travel and lodging
expenses, and 80% of your expenses
for business-related meals and entertainment
— subject, of course, to the 2% floor on mis
cellaneous deductions.

Q

A
Q

What other miscellaneous expenses can
I deduct?

Once you meet the 2% floor, you may be
able to deduct your job-hunting costs,
employment-related education expenses,
tax preparation fees, subscriptions to profes
sional or trade publications, uniforms and
work clothes, dues to union or professional
organizations, and safe-deposit-box rental fees.

TAX TIPS FOR HOMEOWNERS

Q

MOVING EXPENSES

l relocated to accept a new position with
my current employer. Can I deduct my
moving expenses?
You may be able to deduct your
unreimbursed moving expenses if you
(1) moved within one year of starting a
new job; and (2) the distance from your old
home to your new job is at least 35 miles
farther than the distance from your old home
to your old job. The fact that the new job is
with your current employer does not invalidate
the deduction.

What deductions are available to me as
a homeowner?

Q

A

You can generally deduct interest on
mortgages of up to $1 million as long as
the funds are used to purchase or sub
stantially improve a primary or secondary
home. Interest on home equity loans of up to
$100,000 is also deductible. And don’t forget
that you can deduct any property and real
estate taxes you paid in 1990.

A
Q

l sold my house in 1990. What types of
records do I need to gather?

Make sure you set aside your closing
statements, records of capital improve
ments or deducted depreciations and
casualty losses, plus any receipts that prove
how much you spent on fixing up the house
within 90 days prior to its sale. These docu
ments can help you trim the amount of
capital gains you must report on the sale
of your house.

A

AEligible expenses may include all
reasonable charges for packing and
transporting your family and household
goods to your new residence; the costs of
travel, lodging and meals while en route to
the new home, as well as such indirect costs
as pre-move house-hunting expenses and
temporary living expenses in the new area.

A

INTEREST PAYMENTS

My wife and I are retired and want to
sell our home. How can we minimize
taxes on the gain from selling our home?
If you or your spouse are at least 55 years
old, you can exclude from taxable income
up to $125,000 of the profit realized from
selling your principal home. This exclusion is
available only once in a lifetime, per individual
or per couple.

Q

Q

A

For most of 1990, we rented our
vacation home to a young couple. We
ended up with almost $10,000 in losses.
Are these deductible?
In general, losses from rental property
can only be deducted from “ passive”
income. However, if you actively participated
in renting your property, and your adjusted
gross income is $100,000 or less, you can
deduct losses of up to $25,000 from your
regular income.

Q

A

Q

What types of moving expenses can I
deduct?

sl interest on personal loans and credit
cards still deductible?
Yes, but not for long. For 1990, you may
deduct 10% of your total consumer inter
est. In 1991, the deduction disappears.

A
A

Q

What are the rules on deducting interest
on investment loans?

Interest on investment loans is fully
deductible up to the amount of your net
investment income. For 1990, you may
also be able to deduct up to 10%, or $1,000,
of the interest in excess of your net invest
ment income.

MEDICAL EXPENSES

We had a child last year and ran up
some substantial medical bills. Are
these deductible?
All unreimbursed medical expenses are
deductible, but only to the extent that
they exceed 7.5% of your adjusted gross
income (AGI). So if your AGI is $30,000,
you may deduct any eligible expenses that
exceed $2,250.

Q

A
Q

What types of medical expenses are
deductible?

A

Q

My house was damaged during a severe
storm. Can I deduct any of my losses?

Losses incurred as a result of unexpected
disaster — including storms, fires, auto
mobile accidents, earthquakes, or bank
failures — are deductible only to the extent
that they exceed 10% of your adjusted gross
income and have not been reimbursed by
your insurance company. In addition, each
loss is subject to a $100 deductible.

DEPENDENT-CARE CREDIT

The obvious deductible expenses are
doctor, dentist and hospital bills. But other
expenses such as the cost of transporta
tion to and from medical facilities are also
deductible. In addition, you may be able to
deduct the costs of such items as hearing
aids, dentures, contact lenses, prescription
drugs, insulin, psychotherapy, and medicare
and hospitalization insurance premiums.

A

SELF-EMPLOYMENT TAX

l started my own business in 1990, but
only netted $1,000. Do I have to pay
self-employment tax?
Yes. You are subject to the self-employment
tax when your net earnings exceed $400
for the year. But here’s some good news.
You can now take an income tax deduction
for 50% of the tax.

Q

A
Q

CASUALTY LOSSES

l spend a lot of money on health
insurance for myself and my family.

What percentage of this is deductible?
Self-employed taxpayers may deduct 25%
of their annual medical insurance costs
from their gross income — without regard
to the 7.5% floor on medical expenses. In
addition, you may add the remaining 75% of
the medical insurance premium to your other
medical expenses.

A

We pay a babysitter to watch my fiveyear-old son while my husband and I
work. Is there any way we can offset our
child-care expenses?
Parents who pay someone to care
for a dependent child (or relative) while
they work may qualify for the dependent-care
tax credit. Depending on adjusted gross
income, the credit can go as high as $720 for
one qualifying dependent and $1,440 for two
or more.

Q
A

CHARITABLE CONTRIBUTIONS

l charged a donation to the heart
association late in 1990. Can I deduct
the contribution on this year’s return?
The answer is “yes” — if you itemize.
Gifts to charitable organizations are
deductible when paid or charged. However,
pledges to organizations do not count.

Q

A

l’m a volunteer at my local hospital. Am
I entitled to any deductions?

Q

If you volunteer for a qualified organiza
tion, you can deduct expenses associated
with your work, including transportation
and uniforms.

A

